ABSTRACT
Bradford, Pennsylvania each year or about 50,000 lighters each day. The Zippo lighter division distributes products to consumers in approximately 120 countries worldwide (www.zippo.com). The Company dominates the refillable lighter business with an enviable two-thirds market share. In 2001, just over 20% of American adults were smokers, according to the Centers for Disease Control (Inc. 2004; p. 42) . A healthy international business accounts for about 60% of its sales; of particular note is the fact that approximately 20% of Zippo lighters produced today are exported for sale in Japan (Zippo/Case Museum). Studies indicate that 21% of the owners of Zippo lighters are collectors (Zippo/Case Museum); thus, even in the United States where the number of smokers has diminished in recent years, the sales of Zippos remain strong because of sales to collectors. Collectors are a significant factor in terms of sales; there are millions of collectors in the US and 12 lighter collector clubs are located around the globe (www.zippo.com). The primary target market for the Zippo products has been identified as the 18-24 age group (Zippo/CaseMuseum).
Currently, the Zippo Repair Clinic located in Bradford, Pennsylvania employs skilled technicians who do everything possible to repair the original lighter returned by an owner. A broken hinge, which takes the bulk of the wear, is the most common repair need. One-quarter million repairs are handled every year through the Bradford facility (Zippo/CaseMuseum).
ZIPPO CORPORATE STRUCTURE AND PRODUCT LINES
The corporate structure includes Zippo Manufacturing Company, W.R. Case & Sons (the knife division) and Zippo International that includes Zippo UK, Zippo Europe and Zippo Fashion Italia (Zippo/CaseMuseum). In 2004, the Zippo Company acquired an Italian company that manufacturers a fine line of Italian handbags and leather products, retailed under the name of Zippo (www.zippo.com). The strategy behind this purchase came from a desire to protect the Zippo trademark. Prior to the purchase of Zippo Italia, the original leather goods company had registered the Zippo trademark in Italy but could not sell products in the rest of Europe. Zippo Manufacturing Company's purchase of Zippo Italia not only serves to protect the Zippo name in Italy but also enables Zippo Italia products to be retailed in the remainder of Europe. Today, this Zippo product line's sales in Europe are strong yet the only venue where a Zippo Italia product can be purchased in the U.S. is in the Zippo/CaseMuseum Visitors Center in Bradford, Pennsylvania.
traditional Zippo products, this product is manufactured in China (Zippo/CaseMuseum). The newest products include leather wallets, lighter pouches, cigarette cases, ID card cases (made in Italy) as well as new lighters (Zippo/CaseMuseum). It is important to note that the lure of the lighters and cutlery products as collectables is significant to the overall current success of Zippo.
The Chinese retail market for lighters appears attractive because of the vast number of consumers and the propensity of that population to use tobacco products (the distinctive lighters that shut with a click are popular in Brazil, Russia and especially China, where a third of the world's smoking tobacco gets lit) (Forbes, p. 103). Russia may offer a strategic market for Zippo in the near future. Playboy, Phillip Morris and Harley Davidson have been identified as companies that may provide future growth opportunities in terms of joint ventures in retailing Zippo leather goods. In late 2004, new camping/hiking lighters were introduced. Zippo is steering the course by planning to diversify its manufacturing. Management of the company realizes the importance of innovation for future growth; plans for future growth include doubling the size of the company by 2010 (Inc., September, 2004; p. 44). Leadership focuses on product integrity, the importance of building upon customer loyalty and stressing brand value. The correct marketing enhanced by a strong public relations effort is critical for its sustained success.
The major marketing theme is the famous "lifetime guarantee" that accompanies every lighter. Certainly, the intrinsic part that the Zippo lighter played during World War II as well as the Korean and Vietnam Wars added to the demand for the lighter during that era. The "sound" experience of the lighter made by opening and closing the top, is always the same and gives instant identification. In 2001, Zippo officially abandoned the strategic mindset of one-product manufacturing business and entered the 21st century world of brand management (Inc., September 2004; p.43). Since 2002, the company has sponsored "Zippo Click" (zippoclick.com) where Zippo enthusiasts can interact with other Zippo fans. Collecting has become a hobby and even a business for many people. Currently, Zippo employs a worldwide sales staff that handles international sales.
The current Zippo strategy includes the approach of "doing it right the first time" in order to increase efficiency. Also, in a plan to increase efficiency, the company hopes to make more lighters while employing fewer employees. Short-term growth of the lighter business is predicted to be shallow so Zippo is planning to expand into other product lines. Zippo management plans to diversify so that half of its sales will be in non-smoking products. Duke, and his top manager, CEO Greg Booth, have set an ambitious goal: by 2010, to derive half the company's revenue from products unrelated to tobacco (Inc., September, 2004; p.44). Current products include a multi-purpose lighter (MPL), a mini MPL, the outdoor utility lighter (OUL), the Zippo Hand Warmer, and the newest line of Zippo butane gas lighters which the company claims is the next step in the evolution of the perfect flame (Zippo/Case Museum). Zippo has licensed the Zippo name in China, Japan, and Italy, for use on stoves, clothes, watches, and sunglasses. Sales in China have doubled, to $10 million, since 2003 (Inc., September, 2006; p. 48). They're setting out to more than double current revenue over the same period (Ibid). Officers of the corporation remain dedicated to protecting the brand. These leaders recognize the importance of succession planning and have identified people who could be promoted tomorrow -if necessary. It should be noted that the current manufacturing facility is staffed by a dedicated, quality workforce and the location of the facility is in rural, northern Pennsylvania where wages are depressed which has contributed to the financial success of the operation.
PROBLEMS AND THREATS
Counterfeit Zippo-style lighters have sprung up throughout the world, particularly in the Far East where lighters have been cheaply produced in China. Zippo continues to take aggressive measures to meet this problem. Management has indicated that from the period between 1995 and 2001, Zippo's business was reduced by one-third and a big piece of that was (a result of) counterfeiting overseas (Forbes, p. 102). Ancillary problems that are associated with this counterfeiting include customers being injured by a fake lighter carrying Zippo's name and later, turning around and attempting to sue Zippo for the defects. Similar problems have been identified with Zippo lighter fuel (Bradford Era, 2004; p. 2). Another problem is that some of the counterfeit lighters carry pornographic or other inappropriate designs which are damaging to the Zippo image. Although not legally responsible for these problems associated with the counterfeits, the negative publicity and the expense of investigating allegations is a concern for Zippo (Bradford Era, 2004; p.2).
The flint, a critical element for operation of the lighter, can be problematic too; the Zippo flint tends to wear out relatively quickly.
An advantage that Zippo holds is an extensive positive awareness of the product, yet it is an uphill battle to maintain this 95% recognition awareness level and it is always a challenge to protect the brand name (Olean Times Herald, July, 2007, p.2). Even though the purchase of the Zippo leather goods business deal seemed like the best decision in order to protect the Zippo name, the products are better known in Europe, and going head-to-head with competitively priced purses/leather products in the U.S. may be an overwhelming challenge.
In early 2005, Zippo was met with a potentially disastrous federal regulation The Transportation Security Administration (TSA) had ruled in March 2005 that unfilled lighters would be banned in checked luggage on U.S. airliners (www.zippo.com). Company officials and local politicians lobbied for a change. However, in mid May of 2005, the TSA changed that rule so that lighters without fuel would be permitted in checked baggage. Lighters with fuel are still prohibited in checked baggage, unless they adhere to the Department of Transportation (DOT) exemption, which allows up to two fueled lighters if properly enclosed in a DOT approved case (www.tsa.gov). If the earlier rule had not been rescinded, the impact on company business could have resulted in a decline in sales by as much as 30%. The earlier rule would have barred collectors from flying with their collections to swap meets even if their lighters were not filled. As of the summer of 2007, the TSA removed the ban on common lighters in the cabins of our nation's airplanes (www.tsa.gov). This was a significant win for Zippo but the battle has been financially costly for the company. 
CONCLUSION
After studying Zippo, it may appear that the company is caught in a time warp. Its employees and residents of the city take great pride in Zippo's history and the memories of past successes. George Duke's determination to keep Zippo local and family owned may be another impediment to the company's future growth. Quality products continue to be made at Zippo but the overall consumer market continues to diminish for tobacco related products-especially in the U.S. Although the Chinese and Russian retail markets for lighters appear attractive, Zippo's strategy to increase efficiency by making more lighters while employing fewer employees is questionable.
Unfortunately, the company's management focus for the past few years has been directed at addressing problems with the TSA and in defending its patent rights with the unscrupulous Chinese manufacturers making cheap knock offs. Efforts of management have been directed toward those concerns while the day-to-day manufacturing has continued with little focus on the 2010 company goal of doubling the size of the company. Zippo desperately needs to be energized and despite its published plans, Zippo continues to produce too many products that are tobacco centered. Depending on sales to collectors for continued business may prove disastrous in the current economy when people are curtailing their spending on non-essential items. And as for more bad news, published reports in the summer of 2008 have noted a significant layoff of Zippo's employees at its main manufacturing facility in Bradford, Pennsylvania. 
TEACHING NOTES
Included in this section are questions that have been prepared by the authors. These questions are appropriate for use of students in analyzing and preparing the case for class discussion.
Questions for the Zippo case:
1.
Since Zippo Manufacturing Company does not appear to have a vision or mission statement, prepare a vision statement that will address where the company hopes to be in the future and also, prepare a mission statement that will identify the scope of Zippo's operations.
Proposed Vision Statement
To continue to be the premier manufacturer and distributor of quality lighter products, cutlery, and leather products in the world.
Proposed Mission Statement Zippo Manufacturing Company is dedicated to producing quality personal lighters, knives through our subsidiary, Case Cutlery, and quality leather products through our Italian subsidiary, Zippo Italia. Our company, headquartered in Bradford, Pennsylvania directs products to a worldwide customer base, mindful of the importance of the collector audience while dedicated to providing a quality product to all our consumers throughout the world. We strive to remain technologically current with up-to-date equipment that is manned by staff trained to produce quality products. Our major competitive advantage is the identification of our products with quality and our guarantee, "It works or we'll fix it free." We at Zippo are committed to our community in which we operate and recognize the important of our employees as valuable assets of the firm. We are driven to continually improve the quality of our products while adding or deleting products in our line in order to meet the changing needs of our consumer with a focus on remaining financially sound and providing value to our consumers.

2.
Since Zippo's management realizes the importance of innovation for future growth, and given the problems that Zippo is experiencing with fewer and fewer people in the U. 
11.
It was indicated in the case that Zippo has had some success with joint ventures (Playboy, Phillip Morris, Harley Davidson). Can you identify a few other companies that might be a good match for this type of business arrangement so both that company and Zippo could benefit?
Successful tobacco companies might be a good match -Altria, UST (cigars).
Other student answers could vary.
12.
The information provided in the case indicated that Zippo has an enviable 95% product awareness and also that the primary target market for Zippo products has been identified as the 18 to 24 year age group. How can Zippo be more successful in reaching this particular target market? to maintain that high level of product awareness where it is so important for sales? 
